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JUSTI CE DEPARTMENT CONCLUDES PROPOSED GASTROENTEROLOGE STS MERGER
POSES SUBSTANTI AL RI SK OF COVPETI Tl VE HARM

WASHI NGTON, D.C. -- The Justice Departnent today said a
proposed nerger by 12 of the 14 gastroenterol ogists in Allentown,
Pennsylvania is likely to | essen conpetition in the market for
gastroenterol ogy services in the Al entown/ Bet hl ehem ar ea.

The Departnent’s position was stated in a business review
letter fromActing Assistant Attorney General Joel |I. Klein, head
of the Antitrust Division, to the counsel for the three group
practices conprising the 12 doctors proposing to nerge.

Klein noted that the nmerger would |likely enable the
gastroenterol ogists to raise prices and i npose ot her
anticonpetitive contract terns on health care plans serving
Al | entown and Bet hl ehem The Departnent al so found that the
merger would not create any likely nmerger-specific efficiencies
to offset the anticonpetitive effects.

After a thorough investigation, the Departnent concl uded
t hat ot her physicians outside the Al lentown/Bethl ehem area were
not adequate substitutes for the nmergi ng gastroenterol ogi sts and
woul d not prevent anticonpetitive effects.

Al t hough ot her types of physicians performsone of the sane
procedures as gastroenterol ogists, health plans indicated that

t hey coul d not successfully nmarket a health benefits product in
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the Lehigh Valley area if gastroenterol ogists were not included
on their provider panels.

The newly formed group woul d account for as nmuch as 92
percent of the gastroenterologists in Allentown and 66 percent in
t he Al | ent own/ Bet hl ehem ar ea.

The Departnent al so rejected the groups' proposal for
testing the effects of the nerger in the broader geographic
mar ket of Lehi gh and Northanpton Counties, Carbon County to the
north, the eastern portion of Berks County to the west, and the
northern portion of Bucks county to the south. Managed care plans
and ot her payers said that gastroenterol ogi sts outside the
Al | ent own/ Bet hl ehem area are too far away to be acceptable
substitutes for the merging groups. Payers could not successfully
divert patients to those distant gastroenterol ogists to defeat an
anticonpetitive price increase by the nerging groups. Payers al so
doubted that gastroenterol ogists entering fromoutside the
Al | ent own/ Bet hl ehem area woul d i nfluence an attenpted price
i ncrease by the nerged groups.

Under the Departnent's business review procedure, a person
or organi zation nmay subnmit a proposed action to the Antitrust
Division and receive a statenent as to whether the Division wll
chal  enge the action under the antitrust | aws.

A file containing the business review request and the
Departnment's response nay be examined in the Legal Procedure Unit

of the Antitrust Division, Room215 North, Liberty Place,
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Department of Justice, Washington, D.C. 20530. After a 30-day
wai ting period, the docunents supporting the business review w ||
be added to the file.
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